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BY THE COMPTROLLER GENERAL

Report To The Congress

OF THE UNITED STATES

World Hunger And Malnutrition Continue:

Slow Progress In Carrying Out
World Food Conference Objectives

Despite better weather and harvests in recent
years, world hunger and malnutrition persist.
There is an urgent need to avoid complacency
among nations regarding global hunger and
malnutrition,

This report

--examines U.S. and international at-
tempts to act on woridwide resolves
regarding global hunger,

--seeks to raise the visibility and pri-
ority of crucial food and hunger
issues, and

--offers an independent perspective on

problems and progress in carrying
out 1974 World Food Conference
resoiutions.

Recommendations to improve the U.S. re-
sponse to world hunger are included.
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To the President of the Senate and the é,% f? /
Speaker of the House of Representatives |

This report describes the progress and problems in
implementing the resolutions of the 1974 World Food
Conference, and discusses some of the constraints involved
in U.S. and internatjional efforts in relieving global
hunger and malnutrition. The report makes recommendations
for more effective U.S. participation in these areas.

We made this review to update the status of U.S,.
efforts and to see how they relate to international
actions, and also to provide food policymakers here and
abroad with an independent perspective on what has gen-
erally occurred since the Conference and some insight
on what remains to be done.

Copies of this report are being sent to the Director,
Office of Management and Budget; the Administrator, Agency
for International Development; to the Secretaries of State,
the Treasury, and Agriculture; and to the Chairman of the
Presidential Commission on World
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COMPTROLLER GENERAL'S WORLD HUNGER AND MALNUTRITION

REPORT TC THE CONGRESS CONTINUE: SLOW PROGRESS 1IN
CARRYING OUT WORLD FOOD
CONFERENCE OBJECTIVES

DIGEST

Since the 1974 World Food Conference in Rome,
a great deal has been accomplished and much
remains to be done. Despite better weather
and harvests in recent years, global hunger
and malnutrition persist. Nations and inter-
national organizations have applied substan-
tial amounts of money and resources to food
production and agricultural development. Yet,
increases in food production have not reached
ﬂ the modest goals set at Rome. Attitudes of
complacency and lack of pclitical will are
evident; calls to reduce military expenditures
have not been successful; continued population
growth has worsened the balance between food
supplies and population growth; and efforts to
include women in food and development projects
have been minimal. Moreover, a unique situation
seems to exist wherein available funds tend to
exceed suitable projects. (See executive over-
view.)

The World Food Council was created as the coor-
dinator and implementor of the 1974 Conference
resclutions. The Council is responsible for
publicizing the needs, encouraging actions,
seeking support, and cecordinating the partici-
patiocn of naticns and international organiza-
tions regarding world food problems. The
recommendations and calls-for-action from

other U.N. entities concerned with food

matters should be focused as much as possi-

ble in the Council so that it may do the job

for which it was created. The billion-dollar
International Fund for Agricultural Develop- i:[f
ment beyan operations in late 1977 with com-
mitments of $436 million from oil-exporting
countries, $200 million from the United
States, and $367 million from other developed
countries. Members had contributed $250 mil-
lion in cash as of Novemhcr 1978, {See ch. 1
for further discussion of  nstitutional
developments., )

o

iD-80-12

Tear Sheet. Upon 1emoval, the report
cover date should he noted hareon



The Unitev Stetes traclitionally responds
generously to calls for energency food relief,
as exernlified in the U.S. regponse to the
current crisie in Cambodia. However, fron a
longer rarge developnent |erspective, GAC is
convinced that the issue of world hunger and
nalnutrition ie¢ no longer as visible or as much
a rricrity within the U.&. Covernment and the
world cormnunity as it wac at the time of the
1974 wWorld Fcod Confererce. L.5. and world-
wide efforts, moreover, rced to nove more
expediticusly to reflect ¢ greater sense of
urgency onr giobel food rpreblens.

To improve the U.S. response to world hunger,
CAC recomr ende that

-—a rfell, bigb-level otfice boe established
to lead and coordinate 7.5, efforts in
overconing world hunger a2nd nalnutriticon;

--U.S. agency cfficials increase comnmitnents
to rcduce world hunger oerrecially thirough
greater cooperation and accomnodation with
developing country &nd internaticonal organi-
zation counterparts; anc

--greatcr cfforts be Jeveted to assist coun-
tries in designing suit.ple, high priority,
food ond agricultural Adevelornent projects.

See the full recomnendaticons in: executive
overvievw, p. 13; ¢k, 2, . 21; ch. 5, p. 46.

The rPresident's Cormission or World HBunger
is alsc nieking & series of recommendations
dealing with the problenn, The Commissior's
rrelininery report was irsued i early
Lecember 197¢,

V.5, euency oftficiale avree thnat complacency
rust be avoided. Fega-dirg orr recommendation
to esteblish & coordinat.ng office, thev said
that a nechani=sn ha: already bheen estahlished
under the DTeveloprnent Coordination Comnittee.
levertheless we founo very little assurance
that coordination of 0.2, Joeod programs has
tnproved .,

]:ear Sheet 111



Executive Overview

Significant progress made in implementing World Food
Conference resolutions

Complacency Jjeopardizes implementation of World Food
Conference resolutions
More positive exercise of political will is
needed
Avallable funds need to be used nmore effectively

Wcrld Food Conference goals in danger of becoming
symbolic rather than substantive
Reducing military expenditures to increase food
production: a difficult issue
Attitudes vary cn practicability of wWorld Food
Conference resolutions

No central mechanisn to tie U.S., efforts to World Food
Conference strategy

Recommendation
Reporting to the U.S8. (ongress

Agency comments and our response
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EXECUTIVE OVERVIEW

OF THE 1974 WORLD FOOD CONFERENCE

Following a proposal made by the 7.S. Secretary of State
in a speech before the United Nations General Assembly in
September 1973, the World Food Conference was convened in
Rome in November 1974. That Conference, the last global
food meeting of its kind since that time, met to discuss ways
to cope with world hunger and malnutrition, a problem which
in the early 1970s had reached crisis proportions in many poor
countries. This food crisis was brought on primarily by a
compination of extraordinary events. Bad weather in 1972 and
1973 caused a sharp decline in food production and increased
the demand on available stocks. The sizable and unexpected
grain purchases by the Soviet Union helped to deplete those
stocks held by major exporting countries, even further. The
Arab o0il embargo in 1973 and the subseguent huge o0il price
increases generated drastic shortages and high prices not
only for fuel used agriculturally but for petroleum-derived
products, such as pesticides and chemical fertilizers as well.
As a net result of these events, many developing countries,
especially those importing food, were then brought to the
brink of a large-scale famine because they could neither pro-
duce, nor afford to buy, encugh fool.

The World Food Conference was 3 significant event
because it brought together 133 countries, representing most
of the world community, and numercus international agencies
and organizations. In 22 resclutions, Conference delegates
adopted a strategy designed to virtually eliminate world
hunger and malnutrition. Their 22 resolutions covered the
following areas:

1. Objectives and strategies of food production.

2. Priorities for agricultural and rural development.

3. Fertilizer.

4. Food and agricultural research, extension, and
training.

5. Policies and programs to improve nutrition.
6. World soil character and land capability assessment.

7. Scientific water management: irrigation, drainage,
and flood control.



acted upon. It called for the creation of the World Food
Council to coordinate and inplement World Food Conference
resclutions. Within a month of the Conference's closge, the
U.N. General Assembly endorsed the¢ creation of the Council

to follow up on the resoluticns, to refine them, to give

them priority, and to report their status at annual meetings,
The Council's primary purpose was to publicize the needs,
encourage the actions, seek the support, and coordinate the
activities and resources of the various nations and inter-
national orgéenizations.

SIGMIFICANT PROGRESS MADE IN IMPLEMEMTING
WORLL FOOD CONMFERELICE RESOLUTICNS

Individually and tocgethetr, developing and developed
countries and international organizations have devoted
large resources to agriculture and {ood preoduction. For
instance, the World Rank increased its lending for agri-
cultural and rural developrment activities from $956 million
in 1974 to $3.27 billicon in 1978. The Food and 2Agriculture
Crganizaticn's increased food production activities are
reflected in its reqular program buldget which rose from
$106.7 million in the 1974-75 biennium to $211.4 nilliocon
in 1978-7¢.

The Conference was also the irpetus for the creation of
the International Fund for Agricueltural Development, which
added $1 billion tc the availahle resources for agriculture
and food production projects. By lNovember 1978, about $250
million in cash had been received, ~ith an increase tc $425
million expected by the end of 197%. This new and important
funding source promises to significsntly increase food
production in many poorer countriecs.

The United liations/Food and Agriculture Crganization
World Food Program, the major multilateral food aid channel,
is translating nore than $700 nillion biennially into food
and development aseistance for peor countries. Mutrition
prograns supported by the World food Frogram for the supple-
mentary feeding of the malnourished reached 12 million peo-
ple in 1277. 1In addition, a Clobal Irformation and Early
Warning System on Food and Agriculture was established in
1975 to provide agricultural information and to alert
developing and donor countries of potential food-shortage
enmergencies. Meanwhile, food donatiors centinue., 1In
1978-7%, the contributions of donor countries will approach
the annual 10-million metric—-ton tsiget for cereal food &id,
and steps are being taken to plan feood aid throuygh advance
connitments by doncr countries. In trade, the overall share



U.S8. efforts to combat hunger and malnutrition are most
evident in the $1 billion-plus yearly Public Law 480 pro-
gram. 1/ Food donated and shipped under title II of that pro-
gram amounted to $328 millicon in 1978 and an estimated $372
million in 1979. Other U.S. nutrition initiatives include
Agency for International Development grant programs to help
developing countries (1) define and monitor the nutritional
status and dietary patterns of preschocl children, (2) allevi-
ate iron-deficiency anemia in women and young children, and
(3) prevent vitamin A deficiencies primarily in preschool
children. In connection with the International Undertaking
on World Security, the United States has maintained a system
of farmer-held grain reserves which, by 1979, amocunted to
33.2 million metric tons.

COMPLACENCY JEOPARDIZES IMPLEMEMNTATION
OF WCORLD FQOOI' CONFERENCE RESOLUTIOMS

The World Food Conference convened because of a food
crisis brought on by a combination of the extraordinary
circumstances noted above. Hunger and malnutrition were
recognized as world community resgponsibilities and, there-
fore, to respond to this crisis, the entire world community
and its resourcesg had to be erlisted and coordinated.

A shift from acute shortages to awkward surpluses in
essential food supplies is the most important factor to
consider in assessing how the World Food Conference is
regarded and in what context its recommended actions are
presently being considered. In effect, without the
impetus generated by the scarcity-based crisis atmosphere
of the early 1970s, the Conference resolutions and recom-
mendations are no longer regarded with the same sense of
urgency as they were in 1974,

In our opinion, the work needed 1s too complex for one
nation or organization to adopt a separate approach in
responding to the broad strategy outlined by the Conference.
Available resources are not applied most effectively in all
cases, and the horld Fcod Council is not being fully supported
in the role for which it was created. As a result, important
prograns and projects are not being implemented, the activi-
ties of various countries and internaticnal organizations
are not necessarily applied to common objectives, and the
World Food Ccuncil is not the dynamic force it sheculd be.

1/Public Law 83-480, 2gricultural Trade reveloprment and
Assistance Act of 1954, as amended, commonly referred
to as Public Law 480.



The national agricultural research system of developing
countries needs special strengthening. Developing countries
must make the necessary commitments to research, and to do

this they need sufficient assistance from developed countries
and international organizations.

Multiyear commitments of donor countries could make food
aid more efficient and effective by allowing forward planning
to take place. In addition a long overdue international wheat
agreement and food aid convention needs to be concluded.
Although food aid will apprcach 10 million metric tons this
year, the program has not yet been placed on an assured basis,
as recommended by the World Food Conference. Progress in
trade will depend on the success of programs undertaken in
food aid and security, {(see ch. 4)-—-and especially on specific
negotiations sponsored by the U.N. Conference on Trade and
Development and the General Agreement on Tariffs and Trade.

Available funds need to be used
more effectively

About the same time the World Food Conference took place,
a significant change in the approach to official development
assistance was also being effected. Leading officials and
experts concluded that neither the "trickle-down" theory nor
the "green revolution”" had produced the desired results.
Both internationally and in the specific form of the U.S. New
Directions concept, this new approach was directed toward
small farmers and the rural poor in developing countries.
Under this new approach, developing countries were expected
to be more active participants in their own development. They
were expected, for instance, tc develop programs and projects
from which donor countries would make selections for funding.
The implication here has been that developing countries would
have to set priorities and demonstrate a sense of commitment
by, among other things, producing feasible, well-designed
projects. Otherwise, they might be left out.

This increased emphasis on developing-country involvement,
however, has caused problems. During the first few years
of the new approach, for example, available funds have tended
to exceed projects ready for implementation. In many cases,
developing countries have suffered from a lack of technical
expertise necessary to design suitable projects, and some
estimates suggest that many of these countries will not have
this capability for years. Another problem is that many rural
development projects have taken up to 5 years to get started,
causing a corresponding slowdown in food production and an
inefficient utilization of available funds. (See also ch. 2,
pp. 12 and 15, and ch. 5, p. 42.)
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(2) developed countries, (3) developing countries, (4) inter-
national organizations, and/or (5) nongovernmental organiza-
tions., The recommendations in resolution 4, for instance,
contain several broad proposals urging developed and develo-
ping countries to increase their efforts regarding food and
agricultural research. Conversely, resolution l16--which calls
on the Food and Agriculture Organization to establish a global
food and agriculture information and early-warning systen--is
an example of a specific propesal directed toward an inter-
national organization. The Food and Agriculture Organization
is called upon for action in 14 of the 22 Conference resolu-
tions.

Finally, certain resolutions--such as resolution 14
which calls for a reduction of military expenses-—-are not
only addressed to brcad groups but also involve nonfood
forums not necessarily susceptible to recommendations and
actions emanating from food forums. These are all factors
having a decided impact on the ease or difficulty of identify-
ing the responsibility for implementing the resolution and
for determining the extent to which results have been achieved.

Reducing military expenditures to
increase food production: a difficult issue

The issue of diverting military funds to food production
shows how key World Food Conference rescolutions sometimes
become entangled in the concerns of other forums.

The World Food Conference called on the States participat-
ing in the Conference

"k * ¥ to take the necessary neasures for the most
rapid implementation of the resolutions of the
General Assembly and other organs of the United
Nations pertaining to the reductiocon of military
expenditures for the purpose of development, and to
allocate a growing proportion of the sums to be
released to the financing of foed production in
developing countries and the establishment of
reserves to deal with emergency cases."

According to a report issued by the World Food Council Secre-
tariat in 1978, the 32nd Session of the General Assenbly
adopted many resoluticns on disarmament designed to meet the
aims of this resclution. New measures adopted at the

Special Session of the General Assembly devoted to disarma-
ment in tay-June 1978 could make increased resouvrces for food
and agriculture possible. 1In response to a CGeneral Assembly
reguest during this special session on disarmament, a group



--In certain cases, such as the recommendations in
resolution 19 (internaticnal trade} dealing with
agricultural adjustment, there seems to have been
no intenticn to implement all of the provisions,
at least as far as most developed countries were
concerned.

-—The resclutions and recommendations are no longer
either as relevant as they were, or relevant in
the same way they were in 1974--a point under-
scored by the dissolution of those national and
international entities concerned specifically with
monitoring or aiding in their implementation (the
Consultative Group on Food Production and Invest-
ment, the International Food Review Group in the
United States, and the UN/Food and Agriculture
Organization Inter-Divisional Working Group on
World Feood Cenference Follow-up).

Internaticnal officials were 3lso asked this question
and their responges were essentially the same., Specifically,
although U.N.(Food and Agriculture Organization and World
Food Council) officials are somewhat involved in work
directly related to the resolutions and recommendations, no
one is monitoring the status of each one. The World Food Coun-
cil has focused its attention on broad issue areas--food pro-
duction, assistance, security, trade and nutrition--rather
than the specific World Food Conference resclutions and
recommendations.

In contrast, developing-country officials continue to
use the resolutions and recommendations to Justify their
positions on food issues within internaticnal and bilateral
contexts. These ¢fficials view the World Food Conference
resolutions as ninding, quasi-legai statements requiring
subsequent action by all participant countries. Regardless
of the merit of this outlook, the prevailing attitude toward
the resolutions and vecunnendaticr  remnaing,

Paradoxically, rhese who lonk on the majority of reso-
lutions and recommendations as being unrealistic and impracti-
cal nonetheless think that they s5*+:11 serve some useful pur-
pose. Yet--—and this is a critical.y important distinction--the
fact that the resciutrions and recommendations may serve some
useful purpose dcees not necessarily mean that significant,
substantive actions are beling taker on them.

11



may be reguired to prepare on the status of U.S. food assis—
tance activities and their relationship to international
efforts.

Assuring the effectiveness of the World Food Council appears
to be one of the best ways of making as many resources as
possible available, on a world community basis, to alleviate
hunger and malnutrition. This is important because the United
States alone cannot make up the difference between food demand
and production,

The President's Commission on World Hunger, established
to identify the causes ©of global hunger and ways to improve
the U.S. response to the problem, issued its preliminary
report early in December 1979, Its major recommendation is
that the U.S. Government make the elimination of hunger the
primary focus of its relationship with the developing coun~-
tries. The Commission also considered the problem of U.S.
participation in and coordination of U.S. responses to world
hunger. The Commission's recomnmendation in this area is
aimed at centralizing authority for major U.S. development
assistance programs--~bilateral, multilateral, and food aid--
in the Director of the International Cevelopment Cooperation
Agency. Specifically, the Commission recommends that the
Director of the International Tevelopment Cocoperation Agency
be accorded Cabinet-level status =o that the objectives of
equitable economic develcopment can be more effectively inte-—
grated into U.&. national security policy and planning.

RECOMMENDATION

We recommend that the Director, Office of Management °
and Budget, initiate the establishment of a small, high-level
office within the executive branch to

-—-take the lead in coordinating and participat-
ing in U.S. efforte to overcome world hunger
and malnutrition;

~--serve as the focal point for U.S. actions in
response to national and international initia-
tives aimed at increasing food production and
alleviating global hunger; and

--report periodically to the Congress on the
status cf U.8. activities to support the inter-

national strategy to eradicate world hunger and
malnutrition.

13



which would direct and coordinate T.¢, efforts to alileviate
global hunger and malnutrition. Yary officisls toocugkt that
this was unnecessary and that the Tevelopment Comidiration
Committee represents an already-ccteblished, cuoriinating
mechanism. Alsc mentioned was tr~ lreosident's recent recrga-
nization of U.38. foreign assistarce undey o L=y International
Development Cooperation Acency. This new agency, incorporat-
ing the Agency for Internationel fevoelopment, iz cxpected to
have the scope and overall coordinating responsitbnlity for
foreign assistance, including {oc i end agricul:ure.

We are convinced that the issne of hunger andl malnutri-
tion is no longer as visible or &s much of a priovity ag it

was at the time of the World Food Conference, desiite the

fact that the problem of hurger i« just &g seriouds now as

it was then. The underlying intent ot our recommiendation is to
raise the priority of the world ronger iesue withhn our
Governmment and in the minds of rhe public to tre naximum

degree possible. i

Within the present context of the Tevolopment (oordi-
nation Committee and the emerging Internationsl Pevelcopment
Ccoperation Agency, there is very little assurance at this
time that coordination of U.S. aid progrars, includirg food,
will be improved. Agency officia’s testifyving o the reor-
ganization plan agree that the International Devcloprent
Cooperation Agency is supposed to improve coeordination of 1I.S.
aid programs. However, reserva'. ung have been on; revsed
about the status and authority ©t the JInternationsl revelop-
ment Cooperation Agency director ond the inlended linen
of division between the Agency for Tnternationa! [evelopment
and the International Teveloprent Cooperation Ayency, among
others.

Perhaps one of the most telling examples of the centinu-
ing search for unity and cohecion in U.S. responses to world
hunger ies the fact that the current Presidentisi Cemnission
on World Hunger represents the seventh in a series of efforts
by successive administrations to identify the cauces of world
hunger, to develop and implement - cohesive naetional food and
hunger policy, and to focus public attentior on world hunger
issues. We wirh to point out that the Comnicsion now has
igsued its prelinminary report with recommendations to begin
dealing with the problem of hunger, we enconrage it to work
diligently to engender the nececcary pelitical will among
fecod policymakers and win the public support for the nost
appropriate U.2. feood policies and reconme wlablore.,

15
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CHAPTER 1

WFC INSTITUTIONS AID INTERNATIONAL

FOOD DEVELOPMENT EFFORTS

The 1974 World Food Conference (WFC), convened in Rome,
developed new institutions to help implement actions for
alleviating world hunger and malnutrition. Among these new
institutions were the World Food Council (WFCL) and the Con-
sultative Group on Food Producticn and Investment (CGFPI)--
both called for in resclution 22--and the International Fund
for Agricultural Develcopment (IFAD)--called for in resolution
13. The objectives of these three institutions were, respec-
tively, to (1) coordinate food policies by all the agencies
of the U.N. system, (2) coordinate and increase the flow of
external resources for food production, and (3) marshal
additional financial resources for food production.

IFAD has been particularly instrumental in facilitating
the implementation of some WFC resolutions. Each institution,
however, has been faced with problems in carrying out assigned
tasks, resulting in a less successful effort in lessening
world hunger and malnutrition. In our opinion, certain
actions need to be taken to make these institutions more suc-
cessful mechanisms for achieving the objectives of WFC.

WORLD FOOD CQUNCIL: CHIEF COORDINATOR
FOR IMPLEMENTATION OF WFC RESOLUTIONS

WFC saw the need to coordinate policies concerning food
production, nutrition, food aid and food security, and food
trade with all the agencies of the U.N. system. To this end,
WFC initiated the establishment of the Council by the United
Nations as a mechanism to provide overall, integrated and
continued attention to these food-related areas.

The Council consists of a small permanent staff and 36
member-state representatives elected by the General Assembly
for 3-year terms. The Council reviews major problems and
policy issues affecting the world food situation and recommends
changes. Its scope of review covers all aspects of world food
problems in order that it may adopt an integrated approach to
their solution. The Council also reviews the steps being pro-
posed or taken by governments and the U.N. system, including
the U.N. regional development banks and economic commissions.



More coordination needed

Despite the existence of WFCL as a coordinating institu-
tion, the various U.N. agencies concerned with food and devel-
opment matters continue to issue numerous recommendations,
resolutions, and calls-for-action. WFCL has increasingly
diverted its administrative resources to the basic task of
keeping track of all of them, disseminating them, encouraging
positive responses when appropriate, and identifying actions
taken on them. U.N. agency spokesmen say that, for the most
part, the various resolutions, recommendations, and calls-for-
action are consistent and supportive of each other, although
requiring considerable time for appropriate administration.

In our opinion, the job of resolving, refining, and urging
action on food-related resolutions should be focused as much
as possible in WFCL, the institution created for that purpose.

CONSULTATIVE GROUP FOR FOOD PRODUCTION
AND INVESTMENT: DISBANDING DECISION
SHOULD BE RECONSIDERED

WFC created CGFPI to bring together bilateral and multi~
lateral donors and representatives of developing nations to
coordinate and increase the flow of external resources for
food production. At the group's fourth meeting in September
1977, the three co-sponsors-~the Food and Agriculture Organi-
zation (FAQ), the U.N. Development Program (UNDP), and the
World Bank--decided to evaluate the group's activities. The
evaluation report maintained that the group's terms of refer-
ence were so wide as to be unattainakle., As a purely delib-
erative bedy with a small budget, the group could have little
influence on the decisions of developing countries, donor
countries, or multilateral agencies on the level and kinds
of investment in food producticn and nutrition. Moreover,
the evaluation report said the group's resources could not
ke increased without duplicating the work of the three co-
sponsors. The report concluded that assistance to countries
for developing investment strategies to increase food pro-
ductien and improve nutrition c¢ould be provided through estab-
lished channels in FAO, UNDP, the World Bank, other development
banks, IFAD, and hilateral dconors. Final phaseout activities
of the group began after the results of the evaluation were
released in January 1978.

The effective application of resources to increase food
production is so vital in resolving the world's food problems
that coordination and cooperat:on among donors is essential.
In our view, the phaseout of the activities of CGFPI has
eliminated an otherwise potentially effective channel for



becoming an alternative or substitute source
of financing.

2. IFAD will not duplicate the work of existing
institutions, resulting in the creation of
another international bureaucracy.

3. IFAD resources will be directed not to the
expansion of large-scale agro-industries and
capital-intensive projects, but will focus on
small farmers and the rural poor, especially

in the food-deficient countries.

The ll4-member Fund operates zg a specialized agency of
the United Nations and answers only to its members, board,
and council for its financial operations. The U.N. system
does not otherwise exercise any appreciable direct control
or monitoring of the IFAD budget and administration. The
Fund relies on existing internat'cnal financial institutions
to identify projects and administer loans.

Lending guidelines favor the
most food-deficient countries

The largest portion of the Fund’'s resources is expected
to go te the most food-deficient countries on highly conces-
sional terms. Financial resources for approved projects and
programs are provided under the following terms and conditions,
subject to periodic review:

--special loans on highly concessional terms,
carrying a service charge of 1 percent annually
and a maturity period of 50 years, including a
10-year grace period;

-~loans on intermediate terms, carrying a service
charge of 4 percent annually and a maturity period
of 20 years, including a 5-year grace period; and

--loans on ordinary terms, carrving a service charge
cf 8 percent and a maturity period of 15 to 18
years, including a 3~-year grace period.

The Fund intends to contract for mest of its project
activities, from development to completion. Costs of project
appraisals will be shared or contracted out when IFAD begins
financing its own projects. From the beginning of a project,
IFAD intends to contract with appropriate recipient government



Deciding how to split the costs between developed coun-
tries and developing OPEC countries is a politically sensitive
issue which must be carefully approached. The United States
and other developed countries want OPEC to continue, if not
increase, its present level of contributions, which stand at
about 43 percent. OPEC, however, maintains that the split
should be no more than from 40 to 60 percent. It does not
want its food assistance contributions to set a precedent
that would suggest, for example, that its share of Interna-
tional Development Association replenishment funds should
be higher.

Observations

Major donors and participants in IFAD need to work more
intensely at shaping the future of this promising organiza-
tion. The IFAD start-up period is a particularly critical
time; extra efforts made now should bring worthwhile results.
In our opinion, the United States along with the other members,
should increase their involvement, particularly by participat-
ing actively in the IFAD budget program.

IFAD members should also encourage the maximum use of
funds in accordance with the IFAD charter. At present, the
Fund has substantial cash balances because some members paid
their initial contributions in cash and alsc because the
Board agreed to a large drawdown of contributions in mid-1978
paid in the form of promissory notes. Although U.S. contri-
butions drawn down have amounted to less than $20 million,
the $250 million that had been received by the end of
November 1979 was being invested at an average return of
almost 8 percent in world money markets while waiting to
be translated into agricultural assistance to small farmers
and the landless poor. To identify and prepare viable
projects and to allocate funds takes time. Nevertheless,
some donors may have higher priority uses for funds that
have been called forward or drawn down, but not utilized
for substantial periods of time for their intended purposes.



Reasons for shortfalls

The reasons given for this slow progress seem to be
characterized by insufficient determination on the part of
developed and developing countries. According to WFCL,

"* * * the essential problem in increasing food
production and reducing hunger and malnutrition
is inadequate political will at the global,
regional and country levels to raise and sustain
priority for food."

The food-priority countries appear to be suffering
the meost. The information brought to our attenticn to
explain the overall lack of progress in achieving the 4-
percent annual growth rate in developing-country food pro-
duction predictably reflects the differing views on this
point held by the governments of developing and developed
countries, as well as by international officials and other
sources., We were told, for example, that some governments
are uninterested in increasing food production or simply
do not want the rural poor to benefit from these efforts.

One international food official asserted that perhaps
the greatest obstacle to increasing food production in many
developing countries is the lack of humanitarian concerns
and goals in their leaders' political outlook. A U.S. offi-
cial reinforced this point, commenting that developing coun-
tries have not carried out their responsibilities in food
production because of inability and lack of desire. He fur-
ther pointed out that many developing countries, especially
those in the least developed category, dc not have enough
high-level agricultural officials capable of designing and
carrying out food-related policies and programs.

Another constraint in increasing food production is the
lack of reliable information on developing-country internal
resource allocations and requirements. This too appears to
be a result of a combination of inability and lack of desire.
Fo